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PURPOSE 
 
The Centers for Medicare and Medicaid Services (CMS) has mandated that Washington 
State stop existing intergovernmental transfer (IGT) programs as of June 30, 2005.  IGT 
programs include Disproportionate Share Hospital (DSH) payments and Upper Payment 
Limit (UPL) payments that involve making payments to hospitals which are returned to 
the State for spending by the State.  IGT transactions net $80 million in revenue to the 
state.  This revenue is spent on health care for low income persons who do not meet 
Medicaid eligibility requirements. 
 
The Legislature and CMS have approved a program to replace IGTs that uses Certified 
Public Expenditures (CPE) to earn federal Medicaid funds for inpatient claims and DSH 
payments to certain public hospitals.  These hospitals will be required to certify their 
qualifying expenditures that will be used to draw federal Medicaid funds according to the 
federal rule on the issue, 42 CFR 433.51. 
 
This manual provides information on the structure, operation, policies and authorization 
of the CPE program in Washington State.  It is one of the “policy provisions … 
department numbered memoranda, billing instructions, and other associated department 
issuances” incorporated by reference into the Core Provider Agreement and the Interlocal 
Agreements between the Department and participating hospitals. 
 
Acknowledgements 
Many thanks to the Washington State Hospital Association staff, Medical Assistance 
Administration Finance staff and to Covington and Burling attorneys for their assistance 
in creating this manual. 
 

http://www.cms.hhs.gov
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BACKGROUND 
 
As long ago as 1991, agencies within the Federal Government raised questions about the 
practice of IGTs.  Although IGTs are operated within federal law and rule, the perception 
is that some of these practices inappropriately increase federal reimbursement in the 
Medicaid program.  Two aspects of IGTs are thought to be inappropriate.  First, IGTs 
may inappropriately increase the amount of federal funds a state receives by claiming 
payments that are not retained by hospitals.  Second, IGTs may introduce “recycling”, 
wherein a state uses the federal funds received from IGTs to match federal funds a 
second time.  Washington State used IGT revenue to fund health care services for low 
income persons, including those on General Assistance-Unemployable, the Medically 
Indigent Program and the Basic Health Program. 
 
CMS implemented a process whereby any State Plan amendment (SPA) submitted must 
have five questions answered before it could be considered for approval.  The five 
questions dealt with, among other things, the allowability of IGTs being used by the 
submitting state.  Specifically, questions attempted to identify whether the providers 
involved in IGTs kept funds they received and what was the source of state funds that 
were used to draw federal match.  States were also asked to provide this information in a 
congressional investigation led by Senator Barton. 
 
In April 2004, CMS provided information on the approach to IGTs in a letter to Senator 
Grassley from Iowa.  In the letter, CMS stated their approach to IGT allowability as 
follows: 
 

“We distinguish a true, protected IGT, in which a state shares its cost of the 
Medicaid program with local units of government through tax revenues or 
certified public expenditures (CPEs), from an unprotected “recycling” mechanism 
under which payments to providers for services are returned to the state.  
“Recycling” has the effect of shifting the cost of the program from state/local 
governments to the Federal Government, thereby increasing the Federal match 
rate.  A true IGT does not have this effect.” 
  

In the summer of 2004, CMS notified Washington State that a commitment needed to be 
made in the Medicaid State Plan to stop IGTs as of June 30, 2005.  CMS indicated that no 
hospital related State Plan Amendments (SPA) would be approved unless and until this 
commitment was made and approved by CMS. 
 
At the time this mandate was conveyed, Washington State had a SPA pending approval 
with CMS that allowed the State to utilize the temporary provision for DSH spending at 
175% of the normal state limits.  This provision was assumed in the State’s budget and it 
would provide the State with funding for health care.  Without this provision, a large 
deficit in the State budget would have been much bigger.  This necessitated action on the 
pending SPA.   
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Washington State developed an alternative reimbursement mechanism to offset some of 
the loss of funds resulting from IGT elimination.  This proposal was submitted in the 
same SPA that committed the State to stopping IGTs as of June 30, 2005.  The SPA was 
submitted in January 2005 and approved by CMS on April 20, 2005.  The new program 
(called the CPE program) is mandated to take effect July 1, 2005.   
 
Through approval of the State Plan Amendment for Washington State, CMS has affirmed 
that CPE is fundamentally different from the previous methodology, IGTs.  The essential 
difference between CPEs and IGTs is the potential to create “recycling”.  Recycling alters 
the statutory match rate by leading to a “net expenditure” that is less than the nominal 
payment to a provider.  In order to earn a federal matching payment based on 
certification, there must actually be an outlay of funds by the provider for Medicaid-
eligible activities.   By contrast, the ability to use IGTs to make payments to providers 
that are entirely offset by transfers of funds to MAA is what has caused CMS to conclude 
that these transfers are inconsistent with the Medicaid statute. 
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PROGRAM AUTHORITY 
 
Authority for the CPE program has two distinct parts – a federal authority and a state 
authority.  Each authority deals with different aspects of the program, although the two 
may overlap in some areas.  The two parts of the CPE program necessitate different 
policies and procedures to address each set of requirements adequately. 
 
Federal Authority 
Federal authority for the CPE program is contained in the SPA approved by CMS.  See 
Appendix C for a complete copy of the SPA.  The federal approval includes direction 
regarding how inpatient hospital claims are paid under the CPE program, how DSH is 
paid under the program, where certified public expenditures are relied upon to claim 
federal match, and how certification of public funds is completed.  The State Plan 
contains the federal portion of the CPE program. 
 
State Authority 
The state portion of the CPE program is authorized by ESSB 6090, Part II, section 
209(9), the 2005-2007 Biennial Operating Budget.  This budget language is contained in 
Appendix A.  The Operating Budget contains the state portion of the CPE program, 
which authorizes payment according to the CPE program methodology.  The state portion 
of the program also includes a provision that hospitals in the program will be paid at least 
as much as they would have under the previous payment methodology (the “hold 
harmless” provision) and a requirement that hospital payments not be disallowed if 
hospitals follow the State’s direction on participation in the program.  The budget 
authorizes payment of new grants from state general funds to ensure that the hold 
harmless provision is implemented. 
 
Certification 
The certification of public expenditures is governed by a federal rule, 42 CFR 433.51.  
This rule is reprinted in Appendix B.  Certification of public expenditures is a federal 
authority and a federal requirement.  No additional requirements are mandated by the 
State authorization for the CPE program, which means that the certification letter signed 
by hospitals will only address the federal requirements of the CPE program.  The 
hospitals are expected, however, to follow the Department’s guidance on certification of 
public expenditures. 
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PROGRAM DEFINITION 
 
The CPE program is a payment methodology that applies to public hospitals that do not 
have Critical Access Hospital status, including those hospitals that are owned or operated 
by the State.  The program’s payment methodology applies to inpatient hospital claims, 
to the payment of Disproportionate Share Hospital (DSH) payments, and to state grants.  
The program also includes upper payment limit (UPL) payments for one hospital. 
 
Under the program, hospitals are paid at an estimate of the cost to provide services to 
Medicaid recipients or for uncompensated care.  The estimate of costs for inpatient 
claims is calculated as a ratio of cost to charges (RCC) calculated using a base year, 
usually two years before the service year.  DSH payments are made at the hospital’s 
limit, as calculated according to federal requirements.  For each payment to a hospital in 
the program, only the federal matching portion of the payment is remitted to the hospital; 
the state portion is funded through certified public expenditures. 
 
The total payments hospitals receive under the sum of the program payment components 
are guaranteed to be at least an amount called the “baseline”.  The baseline is the amount 
the hospital would have received if the CPE program had not been enacted and the 
previous payment methodology and state plan and waiver provisions had not been 
discontinued.  The hospital will receive the baseline or the full cost of services rendered 
under MAA programs, whichever is higher.  In the event there is a shortfall between the 
payment components noted above and the baseline, the difference is paid to the hospital 
with state funds, in the form of a grant.  For Harborview Medical Center (HMC), which 
receives a UPL payment, the UPL payment is calculated at the full amount the hospital 
can receive under federal rules.  Federal matching funds are paid in addition to state 
funds for the full payment amount.  In the event of a shortfall between the CPE program 
component payments and the baseline, the difference is paid to HMC with state grant 
funds. 
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EFFECTIVE DATE OF PROGRAM 
 
The CPE program was enacted as of April 24, 2005 by the Washington State Legislature.  
It was signed by the Governor on May 17, 2005.  The State Plan Amendment was 
approved by CMS on April 20, 2005.  In both documents, the program is mandated to 
begin July 1, 2005.   
 
The state budget mandates that “the department is directed to implement the inpatient 
hospital certified public expenditures program for the 2005-07 biennium”.  There is no 
plan in place for replacement of the CPE program should the program not be 
reauthorized. 
 
Regardless of whether the program is continued, the hold harmless requirement relating 
to service years in which the program is in effect must be adhered to, even though the 
information needed to complete hold harmless calculations is not available until after the 
service year is complete. 
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HOSPITALS IN THE PROGRAM 
 
The program includes all public hospitals, including those owned or operated by the state, 
except those classified as critical access hospitals or state psychiatric institutions.  As of 
July 1, 2005, this includes the following hospitals: 
 
Cascade Valley Hospital   Evergreen Hospital Medical Center  
 
Harborview Medical Center   Kennewick General Hospital 
 
Olympic Medical Center   Stevens Health Care 
 
Samaritan Hospital – Moses Lake  Skagit County Hospital District #2 – Island 
 
Skagit Valley Hospital – Affiliated  Snoqualmie Valley Hospital  
 
University of Washington Medical Center Valley General Hospital - Monroe 
 
Valley Medical Center - Renton  Whidbey General Hospital   
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HOLD HARMLESS PROVISION 
 
The CPE program has a state mandate for a hold harmless provision.  This provision is 
stated as follows in the State Operating Budget:   
 

“The legislature intends that hospitals in the program receive no less in combined 
state and federal payments than they would have received under the methodology 
that was in place during fiscal year 2005.” 
 

Under this provision, each hospital must be paid at least as much money by the State as 
they would have received under the methodology in place in 2005 – including RCC, 
DRG, selective contract, or whatever combination of methodologies were used to pay the 
hospital.  The amount of money equal to “what the hospital would have been paid” is 
referred to herein as the “baseline”.   
 
To ensure that the hold harmless provision is complied with, a process is in place to 
create an interim baseline for use in making payments during the service year.  This 
baseline will be updated once all necessary actual data and information is received for a 
final hold harmless calculation.  The hold harmless calculation will be completed at the 
same time that the federally required prospective cost settlement is calculated. 
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BASELINE DEFINITION AND CALCULATION 
 
The baseline is the minimum amount the hospital must receive under the CPE program – 
state law requires that the hospital receive no less.  Baseline is also the amount that will 
be calculated as the total amount the hospital would receive under the program – the 
intent is that the baseline is the “floor” for payment under the program.  Any payments 
over baseline would be paid to the hospital as federal Medicaid or DSH payments 
calculated under the full cost methodology required under Certified Public Expenditures. 
 
Due to delays in billing inherent in the inpatient hospital payment process and to delays 
in receipt of cost reports and financial statements, definitively identifying the actual 
amount that a hospital would have received under a different payment methodology than 
the one in place is not possible until over a year after the end of the service year.  This 
can be problematic, since hospitals need funding provided for Medical Assistance 
patients in order to operate.  To deal with these issues, the concept of an interim baseline 
used during the service year, a current year revised baseline and a final baseline are used 
to ensure that the hold harmless mandate is complied with and incorporated into the CPE 
program design.  
 
Interim Baseline 
The interim baseline is calculated prior to the start of the service year using a recently 
completed expenditure year trended forward.  A year of expenditures for each hospital is 
used as the basis for the calculation.  This year is two years prior to the service year in 
question (eg. For 2006, 2004 will be used to calculate the interim baseline).  All inpatient 
expenditures for that year are captured and the costs and payments inherent in the data 
are trended forward.  Costs are trended forward using historical cost increases over the 
most recent two years for Washington State hospitals.  DSH payments from the State net 
of IGTs received by the hospitals in 2005 are included in the baseline.  Any changes from 
the historical patterns shall be worked into the projection separately.  This may include a 
payment policy change, a reduction or increase in state payments, or other change that 
would affect the hospital’s payment level.   
 
The interim baseline is calculated in the fall of each year, in preparation for the 
Governor’s budget.  The calculation of interim baseline will be completed by the State 
and sent to each hospital for review and appeal no less than eight weeks before 
submission of the Governor’s budget proposal to the Legislature.  Each hospital will have 
the opportunity during that time to present information, data and analysis to the state if 
they disagree with the calculation of the interim baseline.  This information will be 
presented to the Director of Finance for Medical Assistance Administration.  If, after 
review and discussion, the hospital is not satisfied with the State’s determination of the 
interim baseline, it can appeal to the Medical Assistance Administration’s Deputy 
Assistant Secretary.  These appeals should occur within the eight-week period of time 
before submission of the Department’s budget 
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February Update’s Impact on Supplemental Budget, Interim Baseline and Final Baseline 
Each February, HRSA will update the interim baseline for forecasted changes in current 
program costs and payments. As part of the current year supplemental budget 
development process, participating hospitals will be requested to submit claims 
information, uncompensated care cost and other information related to current year 
activity. HRSA will use this information to update the interim baseline calculations and 
related state grant payments for the current service year. HRSA will include this 
information in the department’s current year supplemental budget request.   
 
In the event that legislative policy changes are enacted MAA will make required 
adjustments in the current year baseline calculation, budget submission and payments to 
participating hospitals.  
 
Each February, HRSA will estimate the final baseline for the prior year. As part of the 
current year budget development process, participating CPE hospitals will be requested to 
submit claims information, uncompensated care costs and other information related to 
prior year activity. HRSA will use this information to estimate final baseline calculations 
and related state grant requirements for the prior service year. HRSA will include this 
information in the department’s current year supplemental budget request. This process 
will allow state grant payments to be made as close as possible to the actual period in 
which services are delivered. All remittances and recoupments of state grant payments 
will be determined by final baseline calculation typically completed in April of each year 
(see description of final baseline below).  
 
Final Baseline 
 The interim baseline  can only be finalized after all inpatient claims for the service year 
are paid.  On average, this information would be complete and received by MAA 
approximately ten months after the end of the service year.  MAA will utilize a 
programming model to determine how each claim would have been paid under the 
methodology in place before CPE went into effect. After repricing of actual paid claims, 
HRSA will recalculate the e  o  baseline. and update the state grant payment required to 
meet hold harmless requirement.  
 
All payments under the CPE program (including the prospective cost settlement amounts) 
are compared to the baseline to determine if the hospital’s funding is sufficient to meet 
hold harmless requirements.  If the funding is too low, the state grant amount that the 
hospital receives is increased.  If it is too high, the state grant amount is reduced.  MAA 
will include any mandated change in funding requirements in their next supplemental 
budget request.     
 
The state grant payments will be adjusted again upon calculation of the prospective cost 
settlement. 
 
Cost Settlement and Final Comparison to Baseline 
Financial Statements and the Medicare cost report are used to complete the federally 
required prospective cost settlement (see “Prospective Cost Settlement” below).  MAA 
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can complete the prospective cost settlement after the final (audited) Medicare cost report 
and audited financial statements are received.  The hold harmless calculations are 
completed after the prospective cost settlement is complete for a given service year, to 
ensure that any prospective cost settlement amounts are taken into account in the hold 
harmless calculation.  The final adjustments are made to the state grant amount upon 
calculation of the cost settlement. 
 
 Recoupment or Remittance Resulting From Changes in State Grant Payments: 
If a Hospital is determined to have received an excess or insufficient state grant payment 
under this program, due to cost settlement calculations, the next year’s state grant amount 
will be adjusted for the change. 
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PROGRAM PAYMENT POLICIES 
 
Payment is calculated according to the following methodologies in the CPE program.   
 
Inpatient Claims 
Under the CPE program, hospitals will submit claims for inpatient services provided to 
Medicaid and state-only program enrollees as they have in the past.  The claim form, 
information on the claim, and information submitted with the claim, will not change 
under the CPE program. 
 
The allowable and payment for each claim will be calculated as follows when the claim is 
received by the department and approved for payment: 
 

(1) *Allowable for the Claim = (Covered Charges x RCC)  
 
(2) Payment for the Claim = [(Allowable for the Claim) – (Client 
Responsibility/TPL) x FMAP] 
 

*One exception to the calculation methods shown above is the allowable and payment 
calculations for state-only program inpatient psychiatric claims with admit dates on or 
after August 1, 2005.  The “Base Community Psychiatric Hospitalization Payment Rate” 
is considered when calculating the allowable for claims having an admit date on or after 
August 1, 2005, whose “root cause” are found by the department to be psychiatric. 
   
 For these claims the allowable and payment for each claim will be calculated as follows 
when the claim is received by the department and approved for payment: 
 

(1) *Allowable for the Claim = the greater of [(Covered Charges x RCC) or (“Base 
Community Psychiatric Hospitalization Payment Rate” x Allowed Length of 
Stay)] 

 
(2) Payment for the Claim = [(Allowable for the Claim) – (Client 

Responsibility/TPL) x FMAP]  
 
Each term is defined as follows: 
Allowable – the calculated amount allowed for the claim prior to removing client 
responsibility and third party liability amounts before payment.   
Charges – the covered charges submitted on the claim 
RCC – the ratio of cost to charges calculated for the hospital submitting the claim.  The 
RCC is calculated from the Medicare Cost report that is approximately two years older 
than the service year the payment is made for.  Use of this prospective RCC means that 
the payment to the hospital is an estimate of cost.  The CPE program requires that 
payment be full cost, necessitating a prospective cost settlement (see “prospective cost 
settlement”, below) 
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FMAP – federal matching assistance percentage.  This is the percent of federal match 
received by the state for any expenditure under the Medicaid program.  For Washington 
State, the percentage has been 50% for many years; the percentage may be changed by 
the federal government each year. 
 
Eligibility programs that will have claims paid using the CPE methodology include 
Medicaid, Medicare cross-over, General Assistance-Unemployable (GAU), Alcohol and 
Drug Abuse Treatment Services Act (ADATSA), Psychiatric Indigent Inpatient (PII).  
Only claims for inpatient hospital services are paid using the CPE methodology. 
 
Certain payments are not paid in this manner, including trauma enhancement payments, 
and Monthly Healthy Options-related Graduate Medical Education (GME) payments paid 
to the Harborview Medical Center and the University of Washington Medical Center. 
These payments are paid in full (both the federal and the state portion are remitted). 
 
Payments for these claims are tracked by the State’s Medicaid Management Information 
System (MMIS) on a date-of-service basis.  Since all claims information is tracked in 
MMIS, the State can provide information to hospitals necessary for the certification 
process (see “certification of public funds”, below).  
 
DSH 
The department will continue to calculate each hospital’s individual DSH limit in the 
same manner as it is now calculated, with a reasonable trend assumption for increases in 
uncompensated care.  For hospitals in the CPE program, the  amount available under the 
limit multiplied by the FMAP will be paid out on a monthly basis, with 1/12th of the limit 
paid each month at the end of the month.  CMS requires that payments for DSH and UPL 
are made after qualifying care is provided as much as possible, requiring that payments 
be made at the end of the month. 
The payment methodology is shown below: 
 

DSH Limit / 12 x FMAP = Monthly Payment 
 

Hospitals in the CPE program will not receive any funds from other DSH programs.  The 
other DSH programs (Low Income DSH, Small Rural DSH, Rural and Urban Medically 
Indigent Offset DSH) will be reduced in size for the amount of funding that these 
programs historically paid to the hospitals in the CPE program.  
 
The facility DSH limit calculation is usually completed in September of each year.  
Payments for up to the first three months of the fiscal year will be made using an estimate 
of the DSH limit to avoid a delay in payments.  The estimate will be based on the 
previous year’s DSH limit, with changes for projected uncompensated care and RCC 
changes.  Payments for the remainder of the year will be adjusted if the estimated 
payment is different from payments pursuant to the DSH limit calculation. 
 
To calculate the DSH limit, many factors are considered.  One of those factors is the RCC 
for the hospital; as with inpatient payments the RCC is based on a year about two years 
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prior to the service year.  Because the CPE program requires full cost payment, the DSH 
lid will be updated for final RCC and actual uncompensated care in a prospective 
settlement process (see “prospective settlement”, below).  Another factor is the sources of 
uncompensated care for the hospital.  Uncompensated care will include the cost of 
providing care to indigent persons (charity and bad debt), the cost of care for state-only 
programs and the difference between the cost of care and payments made for outpatient 
Medicaid services and Medicaid managed care clients.  The cost of these components is 
identified through the DSH application process as set forth in WAC and other directives 
and the subsequent identification of the DSH facility limit.  Note that there is no 
difference between the cost of care and payments for inpatient services; these services are 
paid at full cost under the CPE program. 
 
Each hospital in the program will receive the federal portion of the full amount of DSH 
up to the facility limit, requiring the entire DSH facility limit to be certified as part of the 
certification process (see “certification of public funds”, below).   
 
All DSH funds will be retained by the hospital they are paid to.  No repayment of funds 
via IGT is allowed under the CPE program.  This is mandated by the Medicaid State Plan 
and the Operating Budget. 
 
UPL 
Upper Payment Limit payments are made to HMC only.  The UPL payment will be 
calculated at the same time as the interim baseline and hold harmless requirements.  The 
amount of the UPL payment is calculated as the amount necessary to hold HMC harmless 
for the CPE program.  As much as is possible for HMC, UPL payments are made in lieu 
of state grant payments to bring total payments under the CPE methodology up to the 
baseline amount.  Payments will be made on the same basis as DSH payments, except 
that UPL payments must have state funds as match – CPE is not allowed for these 
payments.  For hospitals in the CPE program, 1/12th of the total amount available under 
the limit multiplied by the FMAP will be paid out each month at the end of the month.”.  
CMS requires that payments for DSH and UPL are made after qualifying care is provided 
as much as possible, requiring that payments be made at the end of the month. 
 
State Grants 
During each year’s budget preparation process in the fall, a projection of the amount 
payable by the state to each hospital under the methodologies identified above for the 
current and the next year is compared to the baseline calculated according to the 
methodology stated previously.  The difference between the baseline and the projected 
payments is required to be paid to the hospital in the form of a state grant.  The state grant 
amount will be identified for inclusion in the Department’s budget proposal, and then in 
the Governor’s budget.  The state grant amounts are set in the enacted state budget for the 
next two years.  They may be updated twice, in each year’s supplemental budget.  These 
are the amounts sent out to the hospital to satisfy the hold harmless provision in the CPE 
program.  The State Grant amount provided in the biennial budget will be paid out in July 
of each year in total.  When the grant amount is updated in the Supplemental state budget, 
the state grant amount will be adjusted, with increases paid out upon signing of the state 
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operating budget by the Governor and decreases being recouped or offset against hospital 
payments upon signing of the budget.  State grant decreases will be recouped in one 
payment request, unless the hospital contacts MAA and negotiates recoupment over a 
period of time or deduction from claims payments.  All recoupments and payment 
reductions must be complete by June 30 of the year in which they are identified. 
 
For a detailed timeline of baseline calculations and state grant payments, see below under 
“program payment and reconciliation timeline”. 
 
Length of Stay Reviews 
Under federal regulations, utilization review is a necessary part of cost control measures 
in the Medicaid program.  In Washington, length of stay review is governed by WAC 
388-550-4300, which states that claims paid under the RCC methodology will be 
reviewed for length of stay requirements before payment is made.   
 
Under the CPE program, all claims are initially paid RCC.  The hold harmless calculation 
converts these payments to the reimbursement methodology that was in place prior to the 
start of the CPE program.  The CPE program’s intent is to maintain payments to 
participating hospitals at the same level as existed under the previous DRG/RCC payment 
system. Accordingly, DSHS will apply the same UR criteria under the CPE program as 
applied under the previous DRG/RCC payment system.  
 
In general,  

 DSHS will to continue apply the same review criteria under CPE program as 
applied to DRG/RCC paid cases during SFY05.  

 Review of claims will be on a post pay basis, rather than on a pre-pay basis as 
has been the policy prior to July 1, 2005. 

 Hospitals will retain the same appeal rights as existed under previous 
DRG/RCC payment system. 

 Settlement of appeals that result in denial or payment will be incorporated into 
the hold harmless calculation as a payment that would have been made under 
the old methodology – they will be incorporated into the baseline calculation 
and into the CPE payment calculation. 

 
Specifically, for admissions beginning on or after July 1, 2005 and for the duration of the 
CPE program: 
 
Claims previously paid based on DRG 
Claims that would previously have been paid based on the DRG payment methodology 
will not be reviewed for medical necessity per existing WAC 388-550-4300.  
 
Claims previously paid based on RCC 
Claims that would previously have been paid based on the RCC payment methodology 
will be reviewed for medical necessity per existing WAC 388-550-4300. Claims will be 
selected for review based on the number of days established at the seventy-fifth 
percentile in the current edition of the publication, "Length of Stay by Diagnosis and 
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Operation, Western Region." (3)(a-c). Medical necessity will be established based on 
InterQual admission criteria in effect at the time of admission. 
 
Claims review will be on a post pay basis.  DSHS will deactivate the MMIS claim edit 
for RCC paid cases to ensure that claims are paid prior to length of stay reviews.  
Hospitals will not be required to submit information prior to the claim payment.  Claims 
reviews will occur after payment, but before the calculation of hold harmless amounts 
under the CPE program.  From the cases selected, DSHS will identify and report to the 
provider those claims being denied based on lack of sufficient documentation to support 
medical necessity at the time of admission.  For each denied claim, DSHS will provide 
hospitals with patient/claim level identification, a description of specific InterQual 
medical necessity criteria not met, the amount of charges/days denied and the amount of 
any recoupment.    
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CERTIFICATION OF PUBLIC FUNDS 
 
Certification of public funds will take place on an annual basis, approximately nine 
months after the end of the service year being certified. 
 
Certification Amount 
The amount each hospital must certify is equal to allowed CPE charges multiplied by the 
applicable RCC for each paid claim in the categories listed above under “inpatient 
claims” and “DSH”.  The allowable CPE charges will be determined using the charges 
for “inpatient claims” and “DSH” described above.  A full year’s expenditures must be 
certified, since the certification is completed annually. 
 
Since the claim amounts in the above categories are contained in the MMIS and in the 
DSH applications submitted by each hospital to MAA, each of the claim amounts in the 
categories above will be identified by MAA – the Medicaid inpatient claims amount 
through MMIS data and the DSH facility limit.  These amounts will be incorporated into 
the certification letter that will be sent to each facility for signature.  Details of these 
amounts will also be sent to each hospital for documentation, review and verification.  If 
any amounts are incorrect, the hospital must contact the CPE program coordinator before 
signing and returning the certification letter.   
 
Certification Requirements 
The federal rule that governs the use of CPE by states is contained in Appendix B.   
 
The rule authorizes public institutions – including hospitals that are owned or operated by 
public entities (and are designated as “public”) – to use expenditures at the institution as 
the state share in claiming federal Medicaid funds, including DSH funds.  The 
designation of a hospital as “public” must be approved by CMS.  In Washington's case, 
CMS has reviewed and accepted the list of hospitals set forth on page 9 as eligible to 
certify expenditures. 
 
Certifiable expenditures include all expenditures used to serve Medicaid eligible patients 
or uninsured indigent patients.  The manner of determining certifiable expenditures is 
discussed below. 
 
Discrete federal grant funds cannot be certified as CPE.  These funds generally cannot be 
used as the basis for earning more federal funds, unless the grant authorization 
specifically permits this.  For the most part, this clause will not have any impact on 
hospital CPEs.  But to the extent that a hospital’s revenues include federal grant funds 
(for example, Hill-Burton funds), the hospital needs to be sure that there are other sources 
of revenue sufficient (including Medicaid payments from the State) to cover the 
expenditures that are being certified.  Note that federal Medicaid funds are an appropriate 
source of  funds used to pay for expenditures to be certified, since these represent 
reimbursements of outlays made by the State Medicaid agency (or by the certifying 
public provider). Therefore, if the hospital has sufficient cash flow (exclusive of Hill-
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Burton or other federal grant funds) to provide care to Medicaid and indigent patients, the 
requirement of the federal rule is met. 
 
CMS has not provided specific guidance on whether other specific types of funds are 
allowable as public expenditures, except that certified public expenditures cannot be 
based on provider taxes or donations that are impermissible under section 1903(w) of the 
Social Security Act.  Legal analysis indicates that there is no basis for limiting public 
expenditures to tax revenues or other narrowly defined fund sources.  Legitimate sources 
of certifiable expenditures would include subsidies received from state, county or local 
governmental entities, income earned from operations of the hospital or of allied 
activities (e.g., parking lots, gift shops, restaurants that are part of the hospital enterprise), 
contributions from members of the public, grants from foundations or other grant-making 
organizations, and tolls, tuitions, gate receipts, and other revenue sources available to a 
state or local governmental department or agency that are made available to the hospital 
to fund its operations.  Any funds legitimately earned by or provided to the public 
hospital should be treated as public when used to make expenditures in support of the 
hospital’s operations.  
 
Certification Timeline and Letter 
The certification will be completed on an annual basis for each hospital.  Certification 
will be made approximately ten months after the end of the service year being certified, 
once inpatient claims are substantially paid.  At the time of certification, MAA will 
collect the data necessary for certification and place the information in the standard letter.  
The Chief Financial Offices will sign and return the certification letter to the CPE 
coordinator at MAA. 
 
The certification letter to be used is contained in Appendix E.  Note that the letter deals 
only with the federal requirement for certification of matching Medicaid funds.  It does 
not have any connection with the state mandate for a hold harmless mechanism, nor does 
it discuss the payment of state grants.  This does not mean that these provisions are not in 
effect, only that this particular letter is for a narrow, discrete purpose – the certification of 
public expenditures used to obtain federal funds as match. 
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PROSPECTIVE COST SETTLEMENT 
 
Prospective cost settlement has two aspects – a federal requirement and a state mandate. 
 
Federal Settlement Requirements 
The federal rule governing the use of CPE (reproduced in Appendix B) mandates that 
federal funds are used to match the full cost of services provided under the program.  To 
ensure that this requirement is met, CMS approved the State’s SPA with the 
understanding that a prospective cost settlement would be included.  The cost settlement 
is intended to ensure that full cost is used as the basis for reimbursement in the CPE 
program.   
 
Prospective cost settlement was agreed to as a way to ensure a full cost basis in the 
program and to avoid recoupment of federal money years after a payment is made.  
Prospective settlement affects the RCC used to make payments and the amount of 
uncompensated care a hospital incurred during the service year.  The settlement will be 
performed twice – once using the “as filed” Medicare Cost Report (form 2552) and a 
second time using the audited*, or final, form 2552.  When the “as filed” form 2552 for 
the service year is received (about four months after the service year), the RCC will be 
recomputed by MAA based on the service year’s cost data.  If the prospective RCC used 
to make payments during the service year is too high, the RCC for the next year would be 
lowered to offset this overpayment.  If the prospective RCC was too low, the RCC for the 
next year would be increased to offset the underpayment.  Similarly, uncompensated care 
for the service year will be compared to uncompensated care used in the DSH limit 
calculation.  If uncompensated care was higher than the prospective estimate, the next 
year’s DSH limit will be increased, and vice versa.  These changes ensure that the 
hospital receives actual full cost reimbursement related to the service year.  This 
calculation is repeated when the audited form 2552 is received at MAA.  Any changes are 
prospectively reflected in the next year’s RCC and/or DSH payments.  This final 
reconciliation occurs approximately two years after the end of the service year. 
 
*  The audited cost report is defined as the Medicare Cost Report form 2552 that has been 
desk reviewed and audited by the fiscal intermediary.  This is the report that the Notice of 
Program Reimbursement (NPR) is based on.  Any appeals have not been filed on the 
audited cost report. 
 
State Settlement Mandate 
To ensure a complete implementation of the state hold harmless mandate, a final baseline 
calculation is completed once the claims data for the service year is complete (ten months 
after completion of the service year).  A final adjustment to the hold harmless calculation, 
i.e. state grant requirement, is done at the time that the federal prospective cost settlement 
is completed.   
 
The final baseline uses actual inpatient claims data from each hospital during the service 
year and calculated DSH payments from fiscal year 2005.  A programming model that 
calculates the inpatient payments for the hospital that would have been made if the CPE 
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methodology had not been in place is used to calculate the baseline amount for inpatient 
payments.  DSH and UPL payments that would have been calculated and paid to the 
hospital if CPE had not been in place are also calculated (including retained amounts 
from IGTs in effect in State Fiscal Year 2005).  The total of these amounts constitutes the 
final baseline.   
 
The baseline amount is compared to the actual amounts the hospital received under the 
CPE program.  If the baseline is higher than payments under the CPE program, additional 
state grant funds are paid to satisfy the hold harmless requirement, upon appropriation by 
the legislature.  Conversely, if the baseline is lower than payments under the CPE 
program, the overpayment of state funds is recouped.  This calculation occurs after the 
claims history is complete, approximately ten months after the end of the service year.  In 
order to request funding necessary to adjust state grant payments, MAA will request 
information from hospitals on claims related to the service year that are in process but not 
yet paid.  This request will be made about January of each year. 
 
A second adjustment for the state hold harmless mandate is made at the time the federally 
required prospective cost settlement is completed.  The state grant amount is adjusted 
upward or downward to offset the impact of the prospective cost settlement, to ensure 
that hospitals are held harmless from the effect of the settlement. 
 
Example 
An example is shown below.   
 
Information for one hospital in the CPE program: 
Service Year: 2006 Interim Baseline: $850,000  
Final Federal Settlement 
Year: 

2008 Prospective RCC: .58  

Payment Adjustment 
Year: 

2009 DSH facility limit: $200,000  

 
During 2006, payments to the hospital were as follows: 
Inpatient Payments $350,000  
DSH Payments $200,000  
State Grant Payments $300,000  
Total Payments  $850,000 
Difference from baseline: $0  
 
In May, 2007, claims data for the service year is complete.  The final baseline and 
adjusted state grant payments are made, as follows: 
Final Baseline $875,000  
Payments during 2006 $850,000  
Additional state grant   $25,000 
 
In 2008, the final prospective settlement is completed, as follows (note:  this calculation 
is the same for the interim settlement): 
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Cost report and Financial Statement show -  
Actual RCC: .55   
DSH limit: $205,000   
Resulting Actual Payments Should 
Be: 

Effect on 2009 Payments: 

Inpatient Payments $335,000 Reduce RCC by an amount netting $15,000 
DSH Payments $205,000 Increase DSH payments by $5,000 
State Grant Payments $335,000 Increase State Grants by $10,000 
Total Payments $875,000   
Difference from 
Baseline: 

$0   

 
For the service year 2006, the prospective RCC was higher than the actual RCC, resulting 
in an overpayment of federal funds for inpatient services.  This results in a reduction of 
the next year’s RCC by the amount necessary to adjust for the overpayment.  
Uncompensated care was higher than the interim projection, resulting in an increase in 
DSH payments for 2009.  State grants are increased to the amount necessary to meet the 
final hold harmless requirement for 2006.  Note that the final change in state grant 
payments takes into account the grant payment made in 2006, and the adjustment to the 
state grant made in 2007. 
 
Note also that the prospective cost settlement does not affect the hold harmless mandate.  
If federal funds paid out during the service year were too high and this resulted in a future 
year reduction in federal payments, the hospital’s state grants must be increased to offset 
the loss of revenue, up to the baseline amount.  In the calculation of state grants 
(discussed above in “Program Payment Policies – State Grants”) the projected payment to 
the hospital will include any prospective cost settlement adjustments, so that when 
compared to the baseline the actual payments to the hospital are accounted for. 
 
Termination of CPE Program 
In the event that the CPE program is terminated, the final baseline calculation and 
prospective cost settlements must be completed.  Final baseline calculations are 
completed within one year after the service year and prospective cost settlements are 
calculated as the Medicare Cost Report audits are finalized and issued.  This means that 
payments related to the service year will be ongoing for  approximately two to three years 
after the end of the program, with final baseline payments complete after one year and 
cost settlements complete after two to three years.  Although funding decisions made in 
the future cannot be determined today, the hold harmless provision in the state budget 
provides some assurance that the State will consider the basis for the CPE program as it 
determines how to proceed if the program is terminated.  
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FEDERAL FUNDS DISALLOWANCE  
 
The State Operating Budget language pertaining to CPE states: 
 

“In the event that any part of the program including, but not limited to, allowable 
certified public expenditures, is disallowed by the federal government, the 
department shall not seek recoupment of payments from the hospitals, provided 
the hospitals have complied with the directions of the department for participation 
in the program.” 

 
This language guides MAA in the implementation of the program.   
 
If providers follow the State Medicaid agency’s direction, the budget mandate above 
prohibits a recoupment of funds from the hospital by the State.   The directions hospitals 
are to follow for the CPE program are contained in this document, in the State rule (see 
Appendix D) for the program, in any other applicable MAA/Medicaid WAC and in 
certification letters to be sent to the hospitals. 
 
CMS reviews and audits all claims made by the states in the Medicaid program 
(including DSH).  These claims are also subject to audits by the Office of the Inspector 
General (OIG).  If the State is found to have claimed Medicaid or DSH funds in violation 
of federal rules or the Medicaid State Plan, funds improperly claimed would be 
disallowed.  Disallowance means that the State is required to return these funds to the 
CMS and to correct the condition that led to the disallowance.  Disallowances occur after 
the federal fiscal year is closed – often up to a year or more after the fiscal year being 
audited.   
 
If there is a disallowance, repayment by the state to the federal government must be made 
through an adjustment in the following quarterly Medicaid claim.  The State is in the 
position of having to make the repayment independent of whether it decides to pursue 
recoupment.  In the event of a disallowance in the CPE program, the State may update or 
strengthen its direction to hospitals, but it is prohibited from seeking recoupment from 
hospitals due to the budget language noted above, unless hospitals were found not to have 
followed the State’s direction on the CPE program. 
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STAFF CONTACTS 
 
Susan Lucas, Director 
Division of Business and Finance 
PO Box 45500 
Olympia, WA  98504 
 
360-725-1828 
lucassl@dshs.wa.gov 
 
 
Carolyn Adams 
Chief, Office of Hospital and Managed Care Rates 
PO Box 45500 
Olympia, WA  98504 
 
360-725-1854 
adamscr@dshs.wa.gov 
 
 
Annette Meyer 
Budget Manager 
PO Box 45500 
Olympia, WA  98504 
 
360-725-1277 
meyeram@dshs.wa.gov 
 
 
Lillian Erola 
CPE Coordinator 
PO Box 45500 
Olympia, WA  98504 
 
360-725-1877 
erolal@dshs.wa.gov 
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APPENDICES: 
A. ESSB 6090, Sec 209(9), 2005-2007 Operating Budget 
B. 42 CFR 433.51(6), federal rule on certified public expenditures 
C. Medicaid State Plan Amendment 03-011 
D. Applicable Washington Administrative Code sections  
E. Sample certification letter for public expenditures 
F. Baseline Calculation Model Example 
G. Program Payment and Reconciliation Timeline 
H. Numbered Memoranda and Billing Instruction Sections related to CPE 
I. Hold Harmless RCC Rates for FY 2006 
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ESSB 6090, Sec 209(9), 2005-2007 Operating Budget 



p. 64 ESSB 6090.PL sec. 209(9) 
 
 
27  (9) In response to the federal directive to eliminate 
28  intergovernmental transfer transactions effective June 
30 , 2005, the 
29  department is directed to implement the inpatient hospital 
certified 
30  public expenditures program for the 2005-07 biennium. 
The program 
31  shall apply to all public hospitals, including those 
owned or operated 
32  by the state, except those classified as critical 
access hospitals or 
33  state psychiatric institutions. Hospitals in the 
program shall be paid 
34  and shall retain (a) one hundred percent of the 
federal portion of each 
35  medicaid inpatient fee-for-service claim payable by 
the medical 
36  assistance administration; and (b) one hundred 
percent of the federal 
37  portion of the maximum disproportionate share 
hospital payment 
38  allowable under federal regulations. Medicaid fee-
for-service claim 
 
 
p. 65 ESSB 6090.PL sec. 209(9) 
1  amounts shall be established by applying the 
department's ratio of 
2  costs to charges payment methodology. The department 
shall provide 
3  participating hospitals with the information and 
instructions needed by 
4  the hospital to certify the public expenditures 
required to qualify for 
5  the federal portions of both the medicaid inpatient 
fee-for-service 
6  payments and the disproportionate share hospital 
payments. In the 
7  event that any part of the program including, but not 
limited to, 
8  allowable certified public expenditures, is 
disallowed by the federal 
9  government, the department shall not seek recoupment 
of payments from 



10  the hospitals, provided the hospitals have complied 
with the directions 
11  of the department for participation in the program. 
The legislature 
12  intends that hospitals in the program receive no less 
in combined state 
13  and federal payments than they would have received 
under the 
14  methodology that was in place during fiscal year 
2005. The department 
15  shall therefore make additional grant payments, not 
to exceed the 
16  amounts provided in this subsection, to hospitals 
whose total payments 
17  under the program would otherwise be less than the 
total state and 
18  federal payments they would have received under the 
methodology in 
19  effect during fiscal year 2005. $37,034,000 of the 
general fund--state 
20  appropriation for fiscal year 2006, $37,552,000 of 
the general fund-- 
21  state appropriation for fiscal year 2007, $8,300,000 
of the emergency 
22  medical services and trauma care systems trust 
account--state 
23  appropriation, and $45,450,000 of the general fund--
federal 
24  appropriation are provided solely for new state grant 
and upper payment 
25  limit programs for the participating hospitals. 
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42 CFR 433.51(6) 
Federal Rule on Certified Public Expenditures 
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Medicaid State Plan Amendment 03-011 
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Applicable Washington Administrative Code (WAC) Sections 
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Sample Certification Letter for Public Expenditures 



 DC: 1762520-1 

 
State of Washington 

Department of Social and Health Services 
 

April 15, 2005 
 
Hospital Chief Financial Officer 
Hospital 
Address 
 
RE:  Certification of Public Funds for Medicaid Expenditures 
 
Dear 
 
As you know, your hospital is included in the Certified Public Expenditures (CPE) 
Program, authorized by the 2005 – 2007 Biennial State Budget (ESSB 6090) and by the 
federal Centers for Medicare and Medicaid Services.   
 
In the CPE program, hospitals are reimbursed for Medicaid inpatient claims and for 
uncompensated care costs at an estimated full cost amount, adjusted to the federal portion 
of full cost.  This methodology calculates payments at the estimated full cost and 
multiplies the payment amount by the Federal Matching Assistance Percentage (50% for 
Washington).  The resulting amount is the payment made by the State to the hospital.  
The remainder of the payment is funded by public funds available to the certifying 
hospital. 
 
This letter provides for the annual certification of public expenditures for the year ended 
June 30, 2006.  Certification is required by the federal regulations governing certified 
public expenditures.   
 
Separate methods are used to calculate inpatient hospital and disproportionate share 
hospital (DSH) payments for this hospital.  The amount of CPE to be certified as 
calculated by the State is shown below. 
 
Amount of CPE 
 

• Inpatient Medicaid Claims Paid – based on a prospective RCC methodology, 
RCC calculated with base year costs. 

o Total charges on claims paid:  $xxx 
o Ratio of Cost to Charges for your hospital:  xxx 
o Resulting  certification amount:  $xxx 

 
• Disproportionate Share Hospital Payments – based on a prospective calculation of 

the hospital’s facility DSH limit (total cost of serving uninsured patients and 
shortfall of Medicaid funding for outpatient and managed care claims). 

o Total DSH facility payment limit:  $xxx 



 
Hospital 
Date 
Page Two 
 
 
By signing below, the Chief Financial Officer certifies that the certification amounts 
listed above represent an estimate of the cost of services that were provided by the 
hospital during the year ending June 30, 2006, based on the cost-to-charge ratio incurred 
by the hospital in a previous (base) year, 2004.  Upon receipt of the final cost report for 
2006, MAA will identify the difference between the actual cost to charge ratio and the 
base year cost to charge ratio.   Any difference between the cost-to-charge ratio used in 
making inpatient payments to the hospital and the cost-to-charge ratio as actually 
determined for the payment year will result in an adjustment to federal payments to this 
hospital for inpatient services in the next fiscal year.  This process will be adjusted for in 
the calculation of state grants due to the hospital. 
 
 
 
_________________________    _________________ 
CFO, Public Hospital       Date 
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Baseline Calculation Model Example 



State of Washington
Impact Analysis - Transition from Current Reimbursement System 
Five Year Impact Assessment - Assumes Year-to-Year Changes in Baseline Scenario Expenditures.  "Baseline" Scenario
In-scope hospitals: public, non-border, non-critical access hospitals

v010505 1700

In-Scope Costs Payments/IP FFS  Includes FFS specific GME Payments - Trauma/Special Payments - FFS Outpatient

A1 A2 A3 A4 A5 B1 B2 B3 B4 B5 B11 B12 B13 B14 B15 C1 C2 C3 C4 C5
SFY06  SFY07 SFY08  SFY09  SFY10 SFY06  SFY07 SFY08  SFY09  SFY10 SFY06  SFY07 SFY08  SFY09 SFY10 SFY06  SFY07 SFY08  SFY09 SFY10

CASCADE VALLEY HOSPITAL 7,371,845          7,781,240          7,790,336          8,117,022          8,460,493          1,402,244          1,489,232          1,601,058          1,681,111          1,765,167          -                -                -                -                -                1,286,491        1,345,563        1,183,585        1,225,011        1,267,886        

EVERGREEN HOSPITAL MEDICAL CTR 15,595,978         16,448,643         16,507,750         17,156,512         17,821,987         5,641,334          5,991,293          6,441,180          6,763,239          7,101,401          -                -                -                -                -                1,556,864        1,628,352        1,432,332        1,482,463        1,534,350        

HARBORVIEW MEDICAL CENTER 208,349,326       219,502,698       218,250,525       226,330,453       234,535,467       71,926,789         76,388,750         82,124,793         86,231,032         90,542,584         7,751,988      8,299,278      8,714,242      9,149,954      9,607,452      12,414,738      12,984,792      11,421,691      11,821,450      12,235,201      

KENNEWICK GENERAL HOSPITAL 12,701,329         13,366,374         13,547,854         14,105,637         14,688,766         2,812,716          2,987,202          3,211,512          3,372,088          3,540,692          -                -                -                -                -                2,373,819        2,482,819        2,183,939        2,260,377        2,339,490        

-                     -                     -                  -                  

-                     -                     -                  -                  

-                     -                     -                  -                  

OLYMPIC MEDICAL CENTER 9,423,734          9,926,200          10,094,109         10,515,765         10,956,398         2,387,005          2,535,083          2,725,442          2,861,715          3,004,800          -                -                -                -                -                1,617,416        1,691,683        1,488,040        1,540,121        1,594,025        

PHD #2 STEVENS HEALTHCARE 21,575,735         22,750,895         23,008,155         23,938,225         24,898,269         7,371,709          7,829,011          8,416,893          8,837,738          9,279,625          -                -                -                -                -                2,809,448        2,938,451        2,584,723        2,675,188        2,768,819        

SAMARITAN HOSP - MOSES LAKE 11,712,119         12,249,654         12,616,981         13,110,385         13,621,832         2,342,608          2,487,931          2,674,750          2,808,488          2,948,912          -                -                -                -                -                1,121,916        1,173,432        1,032,175        1,068,301        1,105,692        

SKAGIT CO HOSPITAL DISTRICT #2-ISLAND 3,626,207          3,808,041          3,850,443          4,004,435          4,165,415          737,356             783,097             841,900             883,995             928,195             -                -                -                -                -                589,546           616,616           542,388           561,372           581,020           

SKAGIT VALLEY HOSPITAL-AFFILIATED 16,745,859         17,642,265         16,528,969         17,175,992         17,846,399         3,468,957          3,684,153          3,960,797          4,158,836          4,366,778          775               829               871               914               960               2,015,666        2,108,220        1,854,434        1,919,339        1,986,516        

-                     -                     -                  -                  

UNIV OF WASHINGTON MED CTR 95,163,379         100,309,781       102,983,158       107,100,622       111,282,224       43,516,510         46,216,046         49,686,416         52,170,737         54,779,274         -                -                -                -                -                8,036,989        8,406,028        7,394,115        7,652,909        7,920,761        

VALLEY GENERAL HOSPITAL-MONROE 4,521,750          4,774,584          4,820,427          5,023,792          5,236,347          1,628,789          1,729,831          1,859,724          1,952,710          2,050,346          -                -                -                -                -                818,357           855,934           752,897           779,249           806,522           

VALLEY MEDICAL CENTER-RENTON 42,463,015         44,583,562         44,871,393         46,593,906         48,373,631         9,321,806          9,900,082          10,643,481         11,175,655         11,734,438         11,088          11,871          12,465          13,088          13,742          4,106,704        4,295,274        3,778,212        3,910,449        4,047,315        

WHIDBEY GENERAL HOSPITAL 6,475,315          6,796,920          6,863,987          7,135,675          7,419,252          1,060,951          1,126,767          1,211,376          1,271,945          1,335,542          1,609            1,723            1,809            1,900            1,995            777,262           812,952           715,089           740,118           766,022           

TOTALS/AVERAGES : 455,725,589    479,940,856    481,734,089    500,308,421    519,306,480    153,618,773    163,148,477    175,399,322    184,169,288    193,377,752    7,765,460   8,313,702   8,729,387   9,165,856   9,624,149   39,525,217    41,340,117    36,363,620    37,636,347    38,953,619    

DATA SOURCES AND NOTES: 152,212,884       160,128,377       160,500,406       166,877,346       173,488,789       38,175,475         40,543,682         43,588,113         45,767,519         48,055,895         13,472          14,424          15,145          15,902          16,697          19,073,490      19,949,297      17,547,814      18,161,987      18,797,657      

Check:

1 of 3
Appendix F  Baseline Model.xls  MODEL Baseline

Last printed: 5/23/2005,5:02 PM



State of Washington
Impact Analysis - Transition fr
Five Year Impact Assessm
In-scope hospitals: public, non-bord
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CASCADE VALLEY HOSPITAL 

EVERGREEN HOSPITAL MEDICAL CTR 

HARBORVIEW MEDICAL CENTER 

KENNEWICK GENERAL HOSPITAL 

OLYMPIC MEDICAL CENTER 

PHD #2 STEVENS HEALTHCARE 

SAMARITAN HOSP - MOSES LAKE 

SKAGIT CO HOSPITAL DISTRICT #2-ISLAND 

SKAGIT VALLEY HOSPITAL-AFFILIATED 

UNIV OF WASHINGTON MED CTR 

VALLEY GENERAL HOSPITAL-MONROE 

VALLEY MEDICAL CENTER-RENTON 

WHIDBEY GENERAL HOSPITAL 

TOTALS/AVERAGES :

DATA SOURCES AND NOTES:

Check:

Set payment to DSH limit? No Make supplemental payment? No
"No" = DSH payments in the model are capped at SFY04 DSH payment levels. "Yes" = Model generates payments subject to UPL gap for facility type 

and availability of UCC net of DSH payments.

Payments limited to UCC as computed in the model; aggregate payments subject to DSH 
allotment constraint Based on upper payment limit (UPL) calculation

Payments/Managed Care   Includes managed care specific GME Payments - State Program Payments - DSH Payments - Supplemental

D1 D2 D3 D4 D5 E1 E2 E3 E4 E5 F1 F2 F3 F4 F5 G1 G2 G3 G4 G5
SFY06  SFY07 SFY08  SFY09 SFY10 SFY06  SFY07 SFY08  SFY09 SFY10 SFY06  SFY07 SFY08  SFY09 SFY10 SFY06  SFY07 SFY08  SFY09 SFY10

242,464            250,344            258,481            266,881            275,555            135,129        149,506        84,863          84,863          84,863          2,268,848          2,268,848          2,268,848          2,268,848          2,268,848          

1,313,305         1,355,987         1,400,057         1,445,558         1,492,539         221,423        244,983        139,057        139,057        139,057        5,943,014          5,943,014          5,943,014          5,943,014          5,943,014          

11,561,640       11,937,394       12,325,359       12,725,933       13,139,526       3,023,887      3,345,633      1,899,049      1,899,049      1,899,049      104,694,171       106,336,389       103,664,440       106,336,389       106,336,389       -                  -                  -                  -                  -                  

2,685,783         2,773,071         2,863,196         2,956,249         3,052,328         196,264        217,147        123,257        123,257        123,257        3,536,231          3,536,231          3,536,231          3,536,231          3,536,231          

-                -                -                     

-                -                -                     

-                -                -                     

1,116,410         1,152,694         1,190,156         1,228,836         1,268,773         229,734        254,178        144,277        144,277        144,277        3,960,493          3,960,493          3,960,493          3,960,493          3,960,493          

1,227,527         1,267,422         1,308,613         1,351,143         1,395,055         320,584        354,695        201,332        201,332        201,332        5,952,022          5,952,022          5,952,022          5,952,022          5,952,022          

3,990,260         4,119,944         4,253,842         4,392,092         4,534,835         232,363        257,087        145,928        145,928        145,928        4,257,335          4,263,918          4,263,918          4,263,918          4,263,918          

1,078,921         1,113,986         1,150,190         1,187,571         1,226,167         47,756          52,837          29,992          29,992          29,992          755,676             755,676             755,676             755,676             755,676             

1,634,080         1,687,187         1,742,021         1,798,637         1,857,092         243,304        269,191        152,798        152,798        152,798        5,033,862          5,033,862          5,072,111          5,072,111          5,072,111          

-                -                

22,770,744       23,510,793       24,274,894       25,063,828       25,878,402       907,676        1,004,254      570,035        570,035        570,035        20,839,137         22,176,915         21,627,733         22,213,149         22,703,787         -                  -                  -                  -                  -                  

212,659            219,570            226,706            234,074            241,682            71,818          79,460          45,103          45,103          45,103          1,861,945          1,969,249          1,981,100          2,045,719          2,045,719          

17,056,801       17,611,147       18,183,509       18,774,473       19,384,643       481,855        533,125        302,613        302,613        302,613        7,181,997          7,181,997          7,181,997          7,181,997          7,181,997          

1,971,156         2,035,218         2,101,363         2,169,657         2,240,171         65,579          72,556          41,184          41,184          41,184          1,854,751          1,854,751          1,854,751          1,854,751          1,854,751          

66,861,748     69,034,755     71,278,385     73,594,932     75,986,768     6,177,373   6,834,654   3,879,487   3,879,487   3,879,487   168,139,482    171,233,365    168,062,334    171,384,318    171,874,957    -                -                -                -                -                

32,529,365       33,586,569       34,678,132       35,805,172       36,968,840       2,245,809      2,484,767      1,410,404      1,410,404      1,410,404      42,606,174         42,720,061         42,770,161         42,834,781         42,834,781         -                  -                  -                  -                  -                  

             42,606,174 

Macro DSH 
allotment constraint 

not built in
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State of Washington
Impact Analysis - Transition fr
Five Year Impact Assessm
In-scope hospitals: public, non-bord

v010505 1700

CASCADE VALLEY HOSPITAL 

EVERGREEN HOSPITAL MEDICAL CTR 

HARBORVIEW MEDICAL CENTER 

KENNEWICK GENERAL HOSPITAL 

OLYMPIC MEDICAL CENTER 

PHD #2 STEVENS HEALTHCARE 

SAMARITAN HOSP - MOSES LAKE 

SKAGIT CO HOSPITAL DISTRICT #2-ISLAND 

SKAGIT VALLEY HOSPITAL-AFFILIATED 

UNIV OF WASHINGTON MED CTR 

VALLEY GENERAL HOSPITAL-MONROE 

VALLEY MEDICAL CENTER-RENTON 

WHIDBEY GENERAL HOSPITAL 

TOTALS/AVERAGES :

DATA SOURCES AND NOTES:

Check:

Based on SFY04's ratio of (IGTs-to-nominal payments subject to IGTs) 

Intergovernmental Transfers Net Payments (Total Payments less IGTs) Difference, Costs to Net Payments Cost Coverage (%)

H1 H2 H3 H4 H5 I1 I2 I3 I4 I5 J1 J2 J3 J4 J5 K1 K2 K3 K4 K5
SFY06  SFY07 SFY08  SFY09 SFY10 SFY06  SFY07 SFY08  SFY09 SFY10 SFY06  SFY07 SFY08  SFY09 SFY10 SFY06  SFY07 SFY08  SFY09 SFY10

(1,559,644)           (1,559,644)           (1,559,644)           (1,559,644)           (1,559,644)           3,775,531          3,943,850          3,837,191          3,967,070          4,102,675          3,596,313          3,837,390          3,953,145          4,149,952          4,357,818          51.2% 50.7% 49.3% 48.9% 48.5%

(4,732,756)           (4,732,756)           (4,732,756)           (4,732,756)           (4,732,756)           9,943,184          10,430,873         10,622,884         11,040,576         11,477,605         5,652,793          6,017,770          5,884,866          6,115,936          6,344,382          63.8% 63.4% 64.4% 64.4% 64.4%

(70,437,700)         (72,047,074)         (69,744,903)         (71,542,576)         (71,542,576)         140,935,513       147,245,162       150,404,671       156,621,232       162,217,625       67,413,813         72,257,535         67,845,854         69,709,221         72,317,842         67.6% 67.1% 68.9% 69.2% 69.2%

(2,938,638)           (2,938,638)           (2,938,638)           (2,938,638)           (2,938,638)           8,666,175          9,057,832          8,979,496          9,309,563          9,653,359          4,035,154          4,308,542          4,568,358          4,796,074          5,035,407          68.2% 67.8% 66.3% 66.0% 65.7%

-                     -                     -                     -                     -                     -                     -                     

-                     -                     -                     -                     -                     -                     -                     

-                     -                     -                     -                     -                     -                     -                     

(3,245,980)           (3,245,980)           (3,245,980)           (3,245,980)           (3,245,980)           6,065,079          6,348,151          6,262,428          6,489,462          6,726,389          3,358,655          3,578,049          3,831,681          4,026,303          4,230,009          64.4% 64.0% 62.0% 61.7% 61.4%

(4,697,765)           (4,697,765)           (4,697,765)           (4,697,765)           (4,697,765)           12,983,526         13,643,836         13,765,817         14,319,657         14,899,088         8,592,209          9,107,059          9,242,338          9,618,568          9,999,181          60.2% 60.0% 59.8% 59.8% 59.8%

(2,746,427)           (2,752,122)           (2,752,122)           (2,752,122)           (2,752,122)           9,198,055          9,550,190          9,618,491          9,926,605          10,247,163         2,514,064          2,699,464          2,998,490          3,183,781          3,374,670          78.5% 78.0% 76.2% 75.7% 75.2%

(398,910)              (398,910)              (398,910)              (398,910)              (398,910)              2,810,344          2,923,302          2,921,236          3,019,695          3,122,139          815,863             884,739             929,208             984,739             1,043,276          77.5% 76.8% 75.9% 75.4% 75.0%

(3,930,011)           (3,930,011)           (4,851,866)           (4,851,866)           (4,851,866)           8,466,632          8,853,432          7,931,166          8,250,771          8,584,391          8,279,227          8,788,832          8,597,803          8,925,221          9,262,008          50.6% 50.2% 48.0% 48.0% 48.1%

-                     -                     

(15,646,203)         (16,957,225)         (16,238,288)         (16,677,823)         (17,046,198)         80,424,852         84,356,810         86,834,254         90,499,174         94,301,496         14,738,527         15,952,971         16,148,903         16,601,449         16,980,728         84.5% 84.1% 84.3% 84.5% 84.7%

(1,375,367)           (1,468,184)           (1,450,630)           (1,497,947)           (1,497,947)           3,218,202          3,385,859          3,414,900          3,558,908          3,691,425          1,303,549          1,388,725          1,405,528          1,464,884          1,544,922          71.2% 70.9% 70.8% 70.8% 70.5%

(5,442,422)           (5,442,422)           (5,442,422)           (5,442,422)           (5,442,422)           32,717,830         34,091,074         34,659,854         35,915,853         37,222,326         9,745,185          10,492,487         10,211,539         10,678,053         11,151,305         77.1% 76.5% 77.2% 77.1% 76.9%

(1,249,622)           (1,249,622)           (1,249,622)           (1,249,622)           (1,249,622)           4,481,686          4,654,345          4,675,951          4,829,932          4,990,043          1,993,629          2,142,575          2,188,036          2,305,742          2,429,210          69.2% 68.5% 68.1% 67.7% 67.3%

(118,401,446)    (121,420,354)    (119,303,546)    (121,588,071)    (121,956,446)    323,686,608    338,484,717    343,928,340    357,748,498    371,235,722    132,038,981    141,456,139    137,805,749    142,559,923    148,070,758    68.6% 69.0% 69.0% 69.2% 69.2%

(32,317,542)         (32,416,055)         (33,320,355)         (33,367,672)         (33,367,672)         102,326,243       106,882,745       106,689,414       110,628,092       114,716,601       49,886,641         53,245,632         53,810,992         56,249,253         58,772,188         
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Program Payment and Reconciliation Timeline 



FISCAL 
YEAR MONTH CAL YR PROGRAM YEAR ONE (SFY06) PROGRAM YEAR TWO (SFY07)

FY06 7 2005

Initial SFY06 State grant payments 
made based on SFY06 interim 
baseline calculation; DSH, UPL & IP 
PMTS begin 

FY06 8 2005

FY06 9 2005

FY06 10 2005

SFY06 & SFY07 Interim Baseline 
appeals submitted and resolved.  
Interim baseline adjusted for revised 
trend assumption and SFY06 DSH 
caps.

FY06 11 2005
Changes in projected Hold Harmless 
requirements for FY06-07 submitted as 
part of FY06-07 supplemental budget.

FY06 12 2005 Govs budget released

FY06 1 2006

FY06 2 2006

FY06 3 2006

FY06 4 2006
Adjustments to SFY06 state grants 
based on revised Interim Baseline 
paid/recouped. 

FY06 5 2006
FY06 6 2006 IP & DSH payments set for SFY07

PROGRAM YEAR ENDS

CPE PROGRAM YEAR
PROCESS FLOW

Updates based on SFY04 claims, SFY04 RCC and SFY06 (SFY04 
actual UCC data) LIDSH Application. 

COMMENTS

The appeal process includes changes made in August and 
September.  Amounts are trended forward based on caseload and 
inflation assumptions in the State Medical Assistance Forecast. 

Any additional SFY 2006 state grant payment is made in April; 
recoupments are made through June.

Update based on Feb forecast of caseload and Legs changes.  
Hospitals may submit claim data to support request for trend 
assumption be changed to reflect actual experience.

SFY 06 IP PMTS will be made on a claim basis, DSH Pmts will be 
paid monthly, UPL will  be paid monthly & 100% of State Grants will 
be paid in July based on interim base-line calc. MAA will pay first 
quarter DSH based on estimate based on prior year DSH limit and 
projected UCC and RCC. Sept update will adjust DSH payment for 
Q2-Q4 for updated DHS limit calculation.

Legislative Session

SFY06 & SFY 07 Interim Baseline and 
supplemental budget request adjusted 
for changes in Feb forecast of IP 
claims, policy changes in budget, and 
or data submitted by hospitals.

Interim Base-line calculations for 
SFY06 & SFY07  revised and sent to 
hospitals for review.

SFY06 DSH limits and payment 
calculations finalized. Q2-Q4 DSH 
adjusted as required.



FISCAL 
YEAR MONTH CAL YR PROGRAM YEAR ONE (SFY06) PROGRAM YEAR TWO (SFY07)

CPE PROGRAM YEAR
PROCESS FLOW

COMMENTS

FY07 7 2006

Initial SFY07 State grant payments 
made based on SFY07 interim 
baseline calculation; DSH, UPL & IP 
PMTS begin 

FY07 8 2006

FY07 9 2006

FY07 10 2006

SFY07 Interim Base-line appeals 
submitted and resolved.

SFY 07 Interim Baseline and 
supplemental budget request adjusted 
for changes in Feb forecast of IP 
claims, policy changes in budget, and 
or data submitted by hospitals.

FY07 11 2006

Information requested from hospitals 
to begin estimation of funding needs 
for final baseline calculation and 
payment

Changes in projected Hold Harmless 
requirements for SFY07 submitted as 
part of SFY06-07 supplemental 
budget.

FY07 12 2006 Govs budget released Govs budget released

FY07 1 2007

FY07 2 2007

FY07 3 2007

FY07 4 2007

SFY06 certification due

SFY06 Final Baseline calculated 
based on actual SFY06 claims data. 
Any state grant additional payment/ 
recoupment due to/from hospital 
identified.

Adjustments to SFY07 state grants 
based on revised Interim Baseline 
paid/recouped. 

FY07 5 2007
FY07 6 2007

PROGRAM YEAR ENDS

Interim Base-line calculations for 
SFY07 revised and sent to hospitals 
for review.

SFY07 DSH limits and payment 
calculations finalized. Q2-Q4 DSH 
adjusted as required.

Updates based on SFY05 claims, SFY05 RCC and SFY07 (SFY05 
actual UCC data) LIDSH Application.

Update based on Feb forecast of caseload and Legs changes.  
Hospitals may submit claim data to support request for trend 
assumption be changed to reflect actual experience.

12/31 FYE hospitals' audited 2005 Medicare cost report available

The appeal process includes changes made in August and 
September.  Amounts are trended forward based on caseload and 
inflation assumptions in the State Medical Assistance Forecast. 

Legislative Session

SFY 07 Interim Baseline and 
supplemental budget request adjusted 
for changes in Feb forecast of IP 
claims, policy changes in budget, and 
or data submitted by hospitals.

Legislative Session - information 
requested from hospitals to estimate 
funding needs for final baseline 
calculation and payment

Any additional SFY 2006 state grant payment is made in April; 
recoupments are made through June.

SFY 07 IP PMTS will be made on a claim basis, DSH Pmts will be 
paid monthly, UPL will  be paid monthly & 100% of State Grants will 
be paid in July based on interim base-line calc. MAA will pay first 
quarter DSH based on estimate based on prior year DSH limit and 
projected UCC and RCC. Sept update will adjust DSH payment for 
Q2-Q4 for updated DHS limit calculation.

6/30 FYE hospitals' audited 2006 Medicare Cost report available.



FISCAL 
YEAR MONTH CAL YR PROGRAM YEAR ONE (SFY06) PROGRAM YEAR TWO (SFY07)

CPE PROGRAM YEAR
PROCESS FLOW

COMMENTS

FY08 7 2007
FY08 8 2007
FY08 9 2007
FY08 10 2007

FY08 11 2007

Information requested from hospitals 
to begin estimation of funding needs 
for final baseline calculation and 
payment

FY08 12 2007 Govs budget released

FY08 1 2008

FY08 2 2008

FY08 3 2008

FY08 4 2008

SFY07 certification due

SFY07 Final Baseline calculated 
based on actual SFY07 claims data. 
Any state grant additional payment/ 
recoupment due to/from hospital 
identified.

FY08 5 2008
FY08 6 2008

Legislative Session - information 
requested from hospitals to estimate 
funding needs for final baseline 
calculation and payment

Any additional SFY 2007 state grant payment is made in April; 
recoupments are made through June.

6/30 FYE hospitals' audited 2007 Medicare Cost report available.

12/31 hospitals' audited 2006 Medicare cost reports available



FISCAL 
YEAR MONTH CAL YR PROGRAM YEAR ONE (SFY06) PROGRAM YEAR TWO (SFY07)

CPE PROGRAM YEAR
PROCESS FLOW

COMMENTS

FY09 7 2008

FY09 8 2008

FY09 9 2008

FY09 10 2008

FY09 11 2008
Final Hold Harmless adjustment to 
SFY06 State Grants submitted as part 
of SFY08-09 supplemental budget

FY09 12 2008 Govs budget released
FY09 1 2008
FY09 2 2008
FY09 3 2008
FY09 4 2008
FY09 5 2008

FY09 6 2008
SFY06 Final State Grant 
Payment/Recoupment based on Cost 
Settlement 

CMS-Prospective RCC Settlement and 
final Hold Harmless Adjustment 
completed

Legislative Session

RCCs from audited Medicare Cost Report used to recalculate 
payments and determine settlement amount due to CMS. State 
Grants adjusted to meet hold harmless requirement. Additional 
payments are made in July; IP & DSH recoupments are made 
through an adjustment in the RCC rate for the upcoming year.

12/31 hospitals' audited 2007 Medicare cost reports available



FISCAL 
YEAR MONTH CAL YR PROGRAM YEAR ONE (SFY06) PROGRAM YEAR TWO (SFY07)

CPE PROGRAM YEAR
PROCESS FLOW

COMMENTS

FY10 7 2009

FY10 8 2009

FY10 9 2009

FY10 10 2009

FY10 11 2009
Final Hold Harmless adjustment to 
SFY07 State Grants submitted as part 
of SFY08-09 supplemental budget

FY10 12 2009 Govs budget released
FY10 1 2010
FY10 2 2010
FY10 3 2010
FY10 4 2010
FY10 5 2010

FY10 6 2010
SFY07 Final State Grant 
Payment/Recoupment based on Cost 
Settlement 

CMS-Prospective RCC Settlement and 
final Hold Harmless Adjustment 
completed

Legislative Session

RCCs from audited Medicare Cost Report used to recalculate 
payments and determine settlement amount due to CMS. State 
Grants adjusted to meet hold harmless requirement. Additional 
payments are made in July; recoupments are made through an 
adjustment in the RCC rate for the upcoming year.
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Numbered Memoranda and Billing Instruction Sections 
Related to CPE 



DEPARTMENT OF SOCIAL AND HEALTH SERVICES 
MEDICAL ASSISTANCE ADMINISTRATION 

Olympia, Washington 
 
To: CPE Hospitals Memorandum No:  05-68 MAA 
 Managed Care Plans Issued:  June 30, 2005 
  
  For More Information, call: 
From: Douglas Porter, Assistant Secretary 1-800-562-6188 
 Medical Assistance Administration 
 
Subject: “Full Cost” Public Hospital Certified Public Expenditures (CPE) Payment 

Program:  Update to Hospital Reimbursement Methods 
 
 
Effective July 1, 2005, MAA will pay the hospitals listed in this memorandum using the 
Certified Public Expenditures (CPE) methodology. 

 
Which hospitals are affected? 
 
Effective July 1, 2005, the Medical Assistance Administration (MAA) will reimburse the 
following public hospitals through the “full cost” Certified Public Expenditures (CPE) Program.    
State psychiatric hospitals, Western State Hospital and Eastern State Hospital, and bordering city 
hospitals are not eligible to be reimbursed through the CPE program.   
 
• Cascade Valley Hospital (Snohomish County Public Hospital District #3) 
• Evergreen Hospital Medical Center (King County Public Hospital District #2)  
• Harborview Medical Center 
• Island Hospital (Skagit County Hospital District #2)  
• Kennewick General Hospital (Kennewick Public Hospital District)  
• Olympic Medical Center (Clallam County Public Hospital District #2) 
• Samaritan Healthcare (Grant County Public Hospital District #1) 
• Skagit Valley Hospital (Skagit County Public Hospital District #1) 
• Snoqualmie Valley Hospital (King County Public Hospital District #4) 
• Stevens Healthcare (Snohomish County Public Hospital District #2) 
• University of Washington Medical Center 
• Valley General Hospital (Snohomish County Public Hospital District #1) 
• Valley Medical Center (King County Public Hospital District #1)  
• Whidbey General Hospital (Whidbey Island Public Hospital District) 
 
 
 
 
 
 



Numbered Memorandum 05-68 MAA 
June 30, 2005 

Page 2 
 

How does MAA determine “full cost”? 
 
MAA’s CPE Payment Program will pay eligible public hospitals the same amount as the 
Medicaid federal match portion of the “full cost” of covered medically necessary inpatient 
services and uncompensated care.  MAA uses the ratio of costs-to-charges (RCC) methodology 
described in WAC 388-550-4500 to determine “full cost.” 
 
How is the payment for each hospital determined? 
 
Payments under the CPE Payment Program are paid at an estimate of the cost to provide 
services.  The estimate of costs for inpatient claims is determined by the RCC methodology 
using a base year, usually two years before the service year.  For each payment to a hospital in 
the program, only the federal matching portion of the payment is made; the state portion is 
funded through CPE. 
 
Disproportionate Share Hospital (DSH) payments to a hospital for uncompensated care are made 
at the hospital’s DSH cap, calculated according to federal requirements.  Hospitals are paid only 
the federal matching portion of the payments.   
 
For Harborview Medical Center (HMC), the upper payment limit (UPL) is calculated at the full 
amount the hospital must receive to meet the state’s “hold harmless” provision.  Federal 
matching funds are paid with state general funds, for the full payment amount. 
 
State grant payments may be made to hospitals to ensure that the “hold harmless” provision is 
met. 
 
What is the “hold harmless” provision? 
 
The CPE Payment Program has a state mandate for a “hold harmless” provision.  Each hospital 
must be paid at least as much money as it would have received from state funds as it would have 
received under the methodology in place in state fiscal year 2005.  The amount of money equal 
to “what hospital would have been paid” is referred to as the “baseline.” 
 
Why is a prospective cost settlement process necessary? 
 
Prospective cost settlement ensures a full cost basis and avoids recoupment of federal money 
years after a payment is made.  
 
The state’s “hold harmless” provision is ensured through a final calculation of the hospital’s 
baseline, completed at the same time as the prospective cost settlement.  Any change in federal 
funding is offset by an opposite change in the hospital’s state grant or UPL payment, to ensure 
that the hospital receives the full baseline payment for the service year. 
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Effective July 1, 2005, inpatient hospital admissions that exceed the 
Professional Activities Study (PAS) Length of Stay (LOS) are incorporated 
into the annual retrospective review. 
 
Effective July 1, 2005, in conjunction with the implementation of the CPE Payment Program, 
MAA will no longer perform utilization reviews of inpatient hospital admissions that exceed the 
PAS average length of stay (LOS) prior to claim payment.  Reviews of admissions that exceed 
PAS LOS will be incorporated into the annual retrospective review conducted by MAA’s 
Hospital Utilization Review Unit of the Office of Payment Review and Audit. 
 
How can I get more information on Washington’s CPE Program? 
 
For more information, please refer to the “CPE Operating Manual” for the Washington State 
CPE Payment Program.  It is available on MAA’s website on the Hospital Reimbursement 
Information page at the following address: 
 
http://fortress.wa.gov/dshs/maa/hrates/Main%20Menu/index.html   
 
How can I get MAA’s provider issuances? 
 
To obtain MAA's provider numbered memoranda and billing instructions, go to MAA’s website 
at http://maa.dshs.wa.gov (click on the Billing Instructions/Numbered Memoranda or Provider 
Publications/Fee Schedules link). 
 
To request a free paper copy from the Department of Printing: 
 
1. Go to: http://www.prt.wa.gov/ (orders filled daily). 

a) Click General Store.  
 
b) If a Security Alert screen is displayed, click OK. 
 

i. Select either I’m New or Been Here. 
ii. If new, fill out the registration and click Register. 
iii. If returning, type your email and password and then click Login. 

 
c) At the Store Lobby screen, click Shop by Agency.  Select Department of Social 

and Health Services and then select Medical Assistance. 
 
d) Select Billing Instructions, Forms, Healthy Options, Numbered Memo, 

Publications, or Issuance Correction.  You will then need to select a year and the 
select the item by number and title. 

 
2. Fax/Call:  Dept. of Printing/Attn:  Fulfillment at FAX (360) 586-6361/ telephone 

(360) 586-6360.  (Orders may take up to 2 weeks to fill.) 

http://fortress.wa.gov/dshs/maa/hrates/Main%20Menu/index.html
http://maa.dshs.wa.gov/
http://www.prt.wa.gov/
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Hold Harmless RCC Rates for FY 2006 
 



Effective Date:  August 1, 2005

First Posted:   July 14, 2005
Last Update:

Medicaid GAU/PII Medicaid GAU/PII Medicaid GAU/PII
Cascade Valley Hosp $3,669 $1,292 48.6 27.0 36.4 16.2
Evergreen Hosp Med Ctr $4,105 $853 58.2 21.1 43.6 12.7
Harborview Medical Center $5,515 $2,121 53.5 40.2 40.1 24.1
Kennewick General Hospital $3,826 $907 42.8 18.1 32.1 10.9
Olympic Medical Center None $1,392 61.2 42.5 None 25.5
Samaritan Hospital None $1,483 44.0 26.5 None 15.9
Snoqualmie Hospital None $1,648 100.0 70.1 None 42.0
Island Hospital $4,495 $1,114 44.3 24.3 33.2 14.6
Skagit Valley Hospital $3,596 $1,318 51.7 27.1 38.8 16.2
Stevens Memorial Hospital $4,544 $1,147 46.1 22.5 34.6 13.5
U of W Medical Ctr $5,681 $1,441 57.1 25.5 42.8 15.3
Valley General Hosp $4,237 $978 64.7 27.7 48.5 16.6
Valley Medical Ctr $4,304 $1,077 44.3 19.4 33.2 11.6
Whidbey General Hosptal None $1,483 54.5 32.8 None 19.7

 Hold Harmless Rates: Certified Public Expenditures Program

Inpatient DRG Inpatient RCC Inpatient Outlier
HOSPITAL

This is the Proposed Notice for rates required under WAC 388-550-550.  These rates are required by the “hold harmless” 
provisions of the Certified Public Expenditures (CPE) program.   

The CPE program has a State mandate for a hold harmless provision.  Under this provision, each hospital must be paid at least 
as much money by the State as they would have received under the methodology in place in 2005—including RCC, DRG, 
selective contract, or whatever combination of methodologies are used to pay the hospital.  The amount of money equal to “what 
the hospital would have been paid” is referred to as the “baseline”.  The state hold harmless requirement is ensured through a 
final calculation of the baseline, completed at the same time as the prospective cost settlement.  Any changes in federal funding 
are offset by an opposite change in the hospital’s state grants or Upper Payment Limit (UPL) payment, to ensure that the hospital 
receives the full baseline payment for the service year.  

For more information on the CPE program, including “hold harmless” provisions, please refer to the “CPE Operating Manual” at 
the following website address:  http://fortress.wa.gov/dshs/maa/hrates/Main%20Menu/index.html

These rates reflect vendor rate increases granted by the legislature where applicable.  The increase is calculated in accordance 
with the mandate in the 2005 – 2007 Biennial Operating budget, ESSB 6090 sec. 209(12), which states in part:  “… increases 
shall be provided only on the portion of a hospital’s rate that excludes medical education and outlier costs, and shall be allocated 
so that hospitals with lower costs of care … receive larger percentage increases than those with higher costs of care.”   
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